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* White House correction. 

Remarks on the National Economy and the Federal Budget 
October 11, 2006 

Thank you all. Please be seated. Good 
afternoon. Thanks for coming to the White 
House. 

In 2004, I made a promise to the Amer-
ican people: We would cut the Federal 
budget deficit in half over 5 years. Today 
I’m pleased to report that we have achieved 
this goal, and we’ve done it 3 years ahead 
of schedule. 

This morning my administration released 
the budget numbers for fiscal 2006. These 
budget numbers are not just estimates; 
these are the actual results for the fiscal 
year that ended February the 30th [Sep-
tember 30th]. * These numbers show that 
the budget deficit has been reduced to 
$248 billion and is down to just 1.9 percent 
of the economy. As a percentage of the 
economy, the deficit is now lower than it 
has been for 18 out of the last 25 years. 
These budget numbers are proof that 
progrowth economic policies work. By re-
straining spending in Washington and al-
lowing Americans to keep more of what 
they earn, we’re creating jobs, reducing the 
deficit, and making this Nation prosperous 
for all our citizens. 

Today I’m going to talk about the 
progrowth economic policies that helped 
bring a dramatic reduction in the Federal 
deficit. I’m going to remind the American 
people that we cannot afford to be compla-
cent. I’ll discuss some of the issues that 
I intend to address over the next 2 years 
to help ensure that our dynamic economy 
continues to grow and provide jobs. 

Before I do so, I do want to recognize 
members of my Cabinet who have joined 
us. I want to thank the Secretary of the 
Treasury, Hank Paulson, for being here 
today. Mr. Secretary, thank you for your 
service. And the Director of the Office of 
Management and Budget, affectionately 

known as OMB, Rob Portman—thanks for 
coming, Rob. I thank Steve Preston, who 
is the Administrator of the U.S. Small Busi-
ness Administration. Thanks for being here, 
Steve. 

I see members of my staff who are here, 
who probably should be working—[laugh-
ter]—instead of taking time off. But I thank 
you for coming. 

The reduction of the deficit I’ve an-
nounced today is no accident. It is the re-
sult of the hard work of the American peo-
ple and because of sound fiscal policies 
here in Washington. When I first came to 
office, I thought taxes were too high—and 
they were—and this economy of ours was 
headed into a recession. Some people said 
the answer was to centralize power in 
Washington and to let politicians decide 
what to do with the people’s money. I had 
a different approach. I have a different 
view. And therefore, we chose a different 
course of action. 

See, I believe that our economy prospers 
when we trust the people to make the deci-
sions on how to save, spend, or invest. And 
so starting in 2001, we worked with Mem-
bers of the United States Congress to pass 
the largest tax relief ever passed since Ron-
ald Reagan was the President. We cut taxes 
on everybody who pays income taxes. I was 
concerned about this kind of selective tax 
cutting. I didn’t think that was fair. Our 
attitude was if you pay income taxes, you 
ought to get relief. 

We reduced the marriage penalty. We 
doubled the child tax credit, and we put 
the death tax on the road to extinction. 
We cut the tax rate paid by most small 
businesses. Most small businesses are a 
subchapter S corporation, for example, or 
a limited partnership, and therefore, pay 
tax at the individual income tax rate. And 
therefore, when you cut the rates on people 
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who pay income taxes, you’re cutting tax 
on small businesses. 

And by the way, it was really the corner-
stone, in many ways, of our economic re-
covery policy, because we understand that 
70 percent of new jobs in America are cre-
ated by small businesses, and therefore, 
when small businesses have more capital 
to spend, it is more likely they’ll create 
jobs. 

We increased the amount small busi-
nesses can expense, on the knowledge that 
providing incentive for people to buy plant 
and equipment will cause somebody to 
have to make the plant and equipment that 
the person purchases. We encouraged eco-
nomic expansion by cutting taxes on divi-
dends and capital gains, understanding that 
by cutting those types of taxes, we’re reduc-
ing the cost of capital, which makes it easi-
er for people to borrow so we can expand 
our economy. In other words, we had a 
comprehensive plan that, when enacted, 
has left nearly $1.1 trillion in the hands 
of American workers, families, investors, 
and small-business owners. And they have 
used this money to help fuel economic ex-
pansion that’s now in its 37th straight 
month of growth. 

The theory was, was that if we can en-
courage entrepreneurship and investment 
and consumption by reducing taxes, it will 
cause the economy to recover from a reces-
sion and a terrorist attack, corporate scan-
dals, war, hurricanes. And it has. The 
progrowth policies have worked. Since Au-
gust of 2003, this economy of ours has 
added more than 6.6 million new jobs. And 
the national unemployment rate is down 
to 4.6 percent. People are working, and 
that’s good for our country. 

Behind these numbers are millions of in-
dividual workers who start each day with 
hope because they have a job that will en-
able them to do their duties to support 
their families, or to put food on the table. 
Behind these numbers are small-business 
owners that are being rewarded for taking 
risk. Government can’t make anybody suc-

cessful; we can make the environment such 
that people are willing to take risk. And 
when small businesses take risk, the econ-
omy flourishes and grows. 

You know, last week, I went to a FedEx 
facility here in DC. The Secretary and I 
went, and we met with a group of entre-
preneurs who are helping to drive this eco-
nomic growth. It was a fascinating meeting. 
It was really exciting, wasn’t it, Hank? I 
mean, it was so wonderful to sit with 
dreamers and doers. We met a guy—I 
think he said he was an engineering grad-
uate from Purdue—who on his way from 
upstate New York to Purdue to go to col-
lege, he and his brother would stop and 
dive for golf balls—[laughter]—and then 
they’d sell the golf balls to help pay for 
college. He has since—he and his brother 
have since started an Internet company that 
sells golf clubs. And he’s successful, and 
he’s employing people, and he’s excited, 
and he appreciates the tax cuts. [Laughter] 

We talked to the Under Armour man. 
I don’t know if you ever heard of that 
product. I know I’m not supposed to adver-
tise—[laughter]—so I won’t. [Laughter] 
But here’s a dreamer. The man had an 
idea. He didn’t like the way the cotton 
shirts that he wore absorbed his bodily 
fluids when he exercised, so he came up 
with a better product. And it worked. And 
now he’s built a huge business, and he’s 
talking about how to continue to expand, 
and he’s worried about our trade policy. 
Here’s a small-business guy who came out 
of a garage, and he’s talking to the Sec-
retary of the Treasury and the President 
of the United States about making sure we 
have intellectual property rights protection 
in China. 

My point to you is, is that America must 
remain entrepreneurial heaven if we want 
to be the leading economy in the world, 
and we will do so through good policy. 
And that’s by keeping taxes low. As a mat-
ter of fact, the best policy would be for 
Congress to have certainty in the Tax Code 
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by making the tax cuts we passed perma-
nent. 

Back to the budget. When we an-
nounced—when I announced the plan to 
cut the deficit in half by 2009, a lot of 
folks said, it’s just simply not going to be 
done. They said that we had to choose be-
tween cutting the deficit and keeping taxes 
low. Or another way to put it, that in order 
to solve the deficit, we had to raise taxes. 
I strongly disagree with those choices. 
Those are false choices. Tax relief fuels 
economic growth, and growth—when the 
economy grows, more tax revenues come 
to Washington. And that’s what’s happened. 
It makes sense, doesn’t it? As businesses 
expand, people pay more taxes, and when 
you pay more taxes, there’s more revenues 
that come to our Treasury. 

Tax revenues grew by $253 billion in 
2006. That’s an increase of 11.8 percent. 
Over the last 2 years, we’ve seen the largest 
back-to-back increases in tax revenues ever, 
and the largest percentage increase in 25 
years. In other words, when you put poli-
cies in place that cause the economy to 
grow, tax revenues increase. 

I know that sounds counterintuitive for 
some here in Washington. People say, 
‘‘Well, they’re cutting taxes; that means less 
revenue.’’ But that’s not what happened 
over the past 2 years. As a matter of fact, 
I’m convinced that if we had raised taxes, 
it would cause there to be an economic 
decline, which would make it harder to bal-
ance the budget over the years. 

In February this year, we projected the 
Federal budget deficit for 2006 would be 
$423 billion. That was the best guess. To-
day’s report, as I mentioned to you, shows 
that the deficit came out at 248 billion, 
so $175 billion less than anticipated. The 
difference is because we have a growing 
economy, and the difference is because 
we’ve been wise about spending your 
money. 

Congress votes every year on day-to-day 
spending, and it’s called discretionary 
spending. There’s two types of spending in 

Washington: discretionary spending, over 
which Congress has got discretion—and 
we’re involved; we submit a budget; and 
we’ve got the capacity to veto to help bring 
some discipline to the process—or manda-
tory spending. Mandatory spending 
helped—just happens. It’s formula driven. 
It’s—the Congress doesn’t allocate money 
for it; it just comes to be, based upon the 
circumstances involved. 

Every year since I took office, we have 
reduced the growth of discretionary spend-
ing that is not related to the military and 
the homeland. And the reason that’s the 
case is, I believe it’s important for the 
President to lead and to set budget prior-
ities, and so long as we’ve got kids in com-
bat, they’re going to have what it takes 
to do their job. And so long as there’s an 
enemy that wants to strike us, we’ll spend 
money to protect the homeland. Those are 
the most important jobs we have. 

The last two budgets have actually cut 
nondefense, nonhomeland discretionary 
spending. And I want to applaud the Con-
gress for making hard choices. Every pro-
gram sounds fantastic in Washington, until 
you actually determine whether or not 
they’re working. And a lot of times, the 
nice-sounding programs are not delivering 
the results that the people expect. And so 
we worked with Congress to focus on those 
programs that work and do away with those 
that don’t work. It’s not easy, by the way, 
to get rid of somebody’s pet project that’s 
not working. But you’ve just got to know 
that Rob and his office are working hard 
to do just that. 

I believe Congress can make the Presi-
dent’s job more effective in dealing with 
bad spending habits if they gave me the 
line-item veto, and let me tell you why. 
The President is presented with a dilemma. 
On the one hand, we sit down and we 
negotiate the budget with the Congress. 
We say, ‘‘Here’s the top line we can live 
with,’’ and they’ll pass appropriations that 
meet our top line. But the problem is, 
within the appropriations are oftentimes 
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programs that may not have been properly 
debated, in other words, stuck in—ear-
marked. They may not be meeting national 
priorities. And therefore, the President is 
confronted with either vetoing a good 
budget bill because he doesn’t like parts 
of the bill, or accepting the overall bill and 
the bad parts exist in it. 

And so one way to remedy that is to 
give the President the capacity to analyze 
the appropriations process, to remove—ap-
prove spending that is necessary, redline 
spending that is not, and send back the 
wasteful and unnecessary spending to Con-
gress for an up-or-down vote. That’s how 
we define line-item veto. 

It makes sure that the President is di-
rectly involved with the process in deciding 
the size of the slices of the pie, once the 
size of the pie has been delivered. But it 
also makes sure that Congress is involved 
with the process of approving, up or down, 
whether or not the spending is needed or 
not needed. 

Governors have got this power; 43 Gov-
ernors have got the authority, and they use 
it effectively. One of the advantages is this: 
That they know—if the chief executive has 
got the line-item veto, then legislators will 
understand that a program they may try 
to sneak into a bill will see the light of 
day, and therefore, make it less likely some-
body will try to sneak something into the 
bill. It’s kind of preventative maintenance. 

The House has passed the bill. The Sen-
ate really needs to get the line-item veto 
to my desk. If Senators from both political 
parties are truly interested in helping main-
tain fiscal discipline in Washington, DC, 
and they want to see budgetary reform, 
one way to do so is to work in concert 
with the executive branch and pass the line- 
item veto. 

And for those of you who are here, who 
are helping us get that legislation out of 
the Senate, I want to thank you for your 
work. The reason I brought it up is, I am 
absolutely convinced it is necessary to make 

sure that we continue to maintain budget 
discipline here in Washington, DC. 

We’ve made good progress, as I men-
tioned to you, in getting the fiscal house 
in order, but there’s another problem with 
our budget, and that has to do with manda-
tory spending, particularly with Social Secu-
rity, Medicare and Medicaid. These are 
really important programs. They’re called 
entitlement programs because when each 
of us retire, we’re entitled to a benefit, 
in Social Security for example. 

And yet the health of these programs, 
the health is in serious jeopardy. Why? Be-
cause there’s a lot of people like me and 
Paulson who are fixing to retire. [Laughter] 
As a matter of fact, both of us reach retire-
ment age at the same time, which is in 
2008. That’s quite convenient in my case. 
[Laughter] 

But unlike the previous generation, 
there’s a lot more of us, and we’ve been 
promised greater benefits than the previous 
generation. In other words, the Govern-
ment has made promises with a future gen-
eration’s money that we can’t keep. And 
so the fundamental question facing the 
Government in Washington, DC, is, will 
we have the will necessary to deal with 
these entitlement programs to leave behind 
a better budget picture, to deal with the 
unfunded liabilities and the mandatory pro-
grams for future generations? 

One reason Secretary Paulson came to 
work in this administration is because he 
wanted to understand whether or not we 
were committed to continue trying to bring 
Social Security reform, to modernize the 
system. Look, you don’t have to cut bene-
fits. You’ve just got to slow the rate at 
which benefits are growing in order to 
make sure a future generation is not 
strapped with a budgetary system that is 
unaffordable. 

And I assured Hank that I was deeply 
committed to working to solve Social Secu-
rity, because I believe the call for those 
of us who are blessed to be in public serv-
ice is to confront problems now. It’s so 
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much easier to quit and just say, ‘‘Let’s 
let another Congress deal with it.’’ The 
problem is, is that the longer we wait, the 
more costly it becomes for future Con-
gresses. And so now is the time. Now is 
the time. And Hank and I are going to— 
after these elections come and go, we’re 
going to work with the leaders and—to say, 
‘‘We’re all responsible for getting something 
done.’’ My hope is, in the last 2 years of 
this administration, we can set aside need-
less politics and focus on what’s right for 
the United States of America and solve 
these entitlement programs once and for 
all. 

I hope you’re optimistic about this coun-
try’s future because I sure am. I am opti-
mistic because I have great faith in Amer-
ican ingenuity, and I know how hard our 
people work. I am optimistic because we’re 
an innovative society, and there’s a lot of 

really capable, smart people continuing to 
make sure we remain innovative. I’m opti-
mistic because the public sector and private 
sector encourages important research and 
development to make sure America is on 
the leading edge of change. I’m optimistic 
that we have put good policy in place that 
will encourage the entrepreneurial spirit. 
And I firmly believe, so long as this is 
an entrepreneurial-oriented country, Amer-
ica will remain the economic leader we 
want her to be. 

I want to thank you all for coming to 
hear this proclamation of good news. 
[Laughter] God bless. 

NOTE: The President spoke at 2:10 p.m. in 
Room 450 of the Dwight D. Eisenhower Ex-
ecutive Office Building. In his remarks, he 
referred to H.R. 4890, the ‘‘Legislative Line 
Item Veto Act of 2006.’’ 

Remarks at the National Renewable Energy Conference in St. Louis, 
Missouri 
October 12, 2006 

The President. Thanks for the warm wel-
come. I appreciate the chance to come and 
speak to the Renewable Energy Con-
ference. I hope you’re excited about being 
here because I sure am. This is—it’s excit-
ing to be with—[applause]. I view this as 
kind of a meeting of pioneers, people who 
are on the leading edge of change, and 
people whose research, thought, and pro-
duction will all help this country become 
stronger and better. And so I appreciate 
you giving me a chance to come by and 
visit with you. 

This is a—energy is a subject dear to 
my heart—as it should be for any Presi-
dent—because you can’t grow your econ-
omy without energy. And yet it is apparent, 
and should be for most Americans, we’ve 
got to change our habits if we want to 
remain the economic leader of the world. 

Before I share some of my thoughts with 
you, I do want to recognize members of 
my Cabinet who have joined you: the Sec-
retary of Agriculture, Mike Johanns; the 
Secretary of Energy, Sam Bodman; and the 
Administrator of the EPA, Steve Johnson. 

I think it is interesting that when we 
got an energy conference going on here, 
that we have the Secretary of Energy— 
which makes sense—[laughter]—but the 
Secretary of Agriculture as well. And the 
man who runs the EPA, whose job it is 
to make sure our environment is clean, is 
with us. And the reason I find that inter-
esting is because we’ve got an interesting 
confluence of national security concerns 
and environmental concerns that come to-
gether, probably unlike any other time in 
our history. And I want to share some 
thoughts with you about that in a minute. 
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